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POST OFFICE DEPARTMENT LEASE-PURCHASE ACT OF 


195? 


Housk oF REPRESENTATI\ 
(‘OMMITTEE ON Post OFFIC} vp Cry SERVIC! 


The committee met, pursuant to notice, at 10 a. n om 213, 
Old House Office Building, Hon. Tom Murray (chairman) presidin 

The CHarrmMan. The committee w 

7 his leoisiation was first introduced as ti 
recommended by the Post Office Department to the Coner 
Following a conterence which was held th representatives of the 
Post Office Department and the Commissions f Publ suidings 
and following the receipt of the report from the Comptroller Genera 
the legislation was reintroduced ith certain amendments hes 
amendments appear in the bill H. R. 6839, which bill the com 
mittee will consider this mornu rin tieu ot the tormer D 

We will place in the record at tl IS point a cop Tt R. 6S 


H. R. 6839 reads as follows 





1) ( g é Ry i s the purpose \ 

existing provisions of law for the leasing of space for postal purposes by prov 
authorization for the acquisit bv the Postmaster Genera! of icl pace 
the execut oO! of leasc purchase agreements inde r whicl rhe | nited States 
obtain immediate e of such space and will make pe dic payments, b 
will obtain tit to the structures le scribed theret! at or pnr r te the ¢ 
term prescribed therei [t is not the inte mn of ( ' g 
authorized by this Act shall constitute a substitute for or a replacen 
program for the construction by the United States o retur , 
required f1 yn time to time by the postal service 

2. Whenever thi Postmaster General d termines that I there Is @a substantia 
need for space for postal purposes in any particular area which cannot be satisfied 

I 


by utilization of any existing property suitable for the purpose then owned by the 
(,overnme! 5. 2 the rece Ipts of the post office serving such area exceed S10.000 


} 
per vear, and (3) the best interests of the 1 





I ed t ae 
action hereut le P. he is hereby authori ed to 1) le space for post 
purposes in suitable structures of permanent-t I m, both i d out 
side of the District of ¢ olumbia and il! tne i KOSSESSIONS | 
United States, bv negotiating and entering to lease-purchase agree! 
ter! 1 W cl it be les 1 elgnt or pore ( 
whict ull provide acl ise that title to the proper " | 
States at or before the expiration of the leasehold term and upon fulfillment of the 
terms and conditions sti] ated in each of such lease-] a agres . Su 
terms a ma s! elude | \ on tor i 
pri f ( ( re { id _ 

nd a 
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Value tf the property described rherel 
financial transactions of the Post Office 
purchase agreeme s shall be subieet to t 
of the Post Office Department Financia 
1050 cl 735, | ight. first Cor gress, Seco 
Sec. 2. The Postmaster Gener: 
s \ Witt respe 1 Oo eX ng 
idditio extensions, or remode 
( etior - » re IDs ( 
i] | re 4 agre ! 
> . The Post es a i 
i r r er .r 
Ca | 1) 3 A q 
pina und pro of any 
a irpo ling e deme j 
fat er by providing for the 7 
I and ta ‘ i na rye é ibie 
S Kar ( CAS l Ase ALT 
}? (S era ] retio . 
{ 1 State i i appropriat ‘ Cul 
1 eat rr parti a 
nite sta 
Si 5. | ! ippropria i to the P 
rents are authorized to be t ed Dy) 
Tri tye Oming adue ron rhe to ! 
igreeme entered it inder the authe 
I ds mav be expended for acqu tion of 
reement prior ti expirat of the 
by exercise of option to purchase or othe 
ition of funds for such acqu ym, W I 
Sec. 6. The Postmaster General shal! 
ull real property and st I purcha 
S i ar Se 855 and 3709 of 
| a 4 175: 4 | ~s 5 na app 
( Act, ¢ ep hat al such ag 
Tt; if y + ter } rior to rece 
th respect to the ulid of e to the 
I l ept @s proy led by LDsectior 
Stat ( amended (40 | s. ( 259: 
\Viar } 1877 (19 Stat. 370: 40 I Ss ( 
ating to the i j s of real property, 
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DEC. &. J f purchas i rie 
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LEASE-PURCHASE ACT 1952 

yn the date of such agreems Phe 
Department wit resp t Cast 
e accounting and a I nents 
Control Act of 1950 (Act of A 7 
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evident that had such a program been in effect in the past 10 years a 
substantial savings would have resulted to the Government, since in 
many instances at the end of lease periods the Department is now being 
called upon to release the same property at much higher rentals 
This program does not rescind the present leasing authority of the 
Post Office Department under which it can make the usual leases not 
exceeding 20 years 

It is my understanding the Department expects that these lease- 
acquisition agreements may be obtained at rates but slightly higher 
than rates they now pay for regular rental leases 

This program does not take the place of a Federal building program 
but rather supplements it. It will provide for space immediately 
needed for postal operations and when a Federal building program is 
authorized it will permit selection of building projects from = the 
permanent rather than emergency viewpoint 

We will hear first from representatives of the Post Office Depart- 
ment this morning. We have Assistant Postmaster General Walter 
Myers with us, also Mr. Joseph F. Betterley, the Assistant Executive 
Director, Bureau of Post Office Facilities, under Mr. Myers. We shall 
be glad to hear from both General Myers and Mr. Betterley 


STATEMENT OF WALTER MYERS, ASSISTANT POSTMASTER GEN- 
ERAL, BUREAU OF FACILITIES, AND JOSEPH F. BETTERLEY, 
ASSISTANT EXECUTIVE DIRECTOR, BUREAU OF POST OFFICE 
FACILITIES, POST OFFICE DEPARTMENT 


Mr. Myers. Mr. Betterley will present the statement for the Post 
Office Department 

The CHatrrMan. We shall be glad to hear from Mr. Betterley 

Mr. Berrertey. Mr. Chairman and members of the committee, 
this legislation, which is a bill to modify and extend the authority of 
the Postmaster General to lease quarters for post-office purposes is 
designed to help the Department in obtaining the space we need to 
handle the greatly increased mail volume. We have not had i Federal 
construction program since 194] In the meantime, of course, wi 
have had a great increase in postal business, not only in dollar volume 


but in the volume of mailmes 


In many places all over the country we are suffering from serious 
congestior Under present circumstances and in the absence of 
authorization to build our own buildings it is possible to relieve this 
congestion only by leasing space We nov have authority tO make 
leases fot space for postal purposes tor not exce ding 20 vears and, 
under this present authorization we have leased ¢ rented about 
29 OOO Hburid = OVeO!l thre ertire country 

We do have under prior construction program 271 Federal 1) ild 
ines in which we have postal space 

lt Del der our present lea ho 

) ( ] i (| ' hy ) 
| , } im rye ) tract \ m 
117 n 1) ) ) 1) Cowie ! I | \ 
The bill ler considerati ee Ip ul ho 
itv of re s Cy i » tha m 
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acquired by the United States at or before the expiration of the lease- 
hold term. Under such agreements it is contemplated that the rental 
payments would be at a rate that would completely amortize the lease 
or investment during the term of the agreement 

Under this procedure the Department would in consideration of 
rental payments obtain title to properties which would have a sub- 
stantial value and a considerable additional useful life for post-office 
purposes, whereas under its present authorizations to lease it acquires 
no equity in the property whatever even though it does amortize a 
substantial part of the owner’s investment, and when its leases expire 
it must renegotiate for new contracts on the basis of economic condi- 
tions then existing. 

The legislation will permit the Department to obtain larger and 
more satisfactory quarters where needed without the capital invest- 
ment required in the case of Government-owned construction. Un- 
der the proposed procedure the properties would remain on the tax 
rolls of the individual community and would be subject to local taxa- 
tion during the term of the lease until title was eventually taken by 
the Government. 

Under the proposed authorization the project for inclusion in a 
lease-purchase program would be determined on a selective basis 
where the interests of the Government and the specific interests of 
the Department would be best served. 

The CHatrMan. Does that complete your statement? 

Mr. Berrertey. That completes my statement, sir. 

The CHatrmMan. Mr. Betterley, the provisions of this bill cover | 
believe only first-class offices and in part some second-class offices 
because there is a provision that before any lease-purchase agreement 
will be made in any localities the receipts of the post office serving such 
area must exceed $10,000 per year. 

Mr. Berrer.tey. That is correct. 

The CuarrmMay. How many second-class offices could qualify under 
that restriction, in excess of $10,000 in receipts per year? 

Mr. Berrrerztey. I do not have the number, Mr. Chairman, on that. 
I shall be glad to supply it. 

The CuatrmMan. How many first-class offices have federal owned 
buildings today? 

Mr. Berrertey. There are approximately 2,250 

The CHAtRMAN. So the great majority of the first-class offices have 
federally owned buildings? 

Mr. Berrer.tey. I think that is correct, sir. 

The CuarrMan. This bill would apply to first-class offices which 
already have the Federal building in that the lease-purchase agree- 
ment could be used for such offices for the acquisition of warehouses or 
parcel-post stations or such as that; could it not? 

Mr. Berrertey. That is correct. In the larger cities we have a 
number of substations, we have garages, we have railway-mail 
terminals, and frequently we are called upon to lease space to relieve 
congestion in the Federal buildings. 

The CHarrMan. I notice that as of June 30, 1951, there were 2,844 
first-class offices and 5,777 second-class offices. You think about 
2,250 of the 2,844 first-class offices have Federal buildings? 

Mr. Berrertey. Yes, sir. We have 3,271 post-office units in 
Federal buildings. They are mostly of the first and second class. 
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The CHatrMAan. What is the average percentage rental paid by the 
Departme it for first- and second-class offices? 

Mr. Berrer.ey. In our leasing operations we pay ai 
return of 11/5 percent. 

The Cuarrman. I believe the highest you can pay is 15 percent 


») 


per year; Is that correct 


pa Mr. BeTTeRLEY That proviso 3s contained in the so-called Econ- 
omy Act affecting Government leases, but under the Financial Control 
(ct, that is Publie Law 712, that 15-percent provision no longet 


applies to the leasing operations ol the Post Office Departm nt 
The CHatrrMan. So there is no limitation on the percenta: 


y 


e amount 
that the Post Office Department can pay for rental leases? 

Mr. Berreritey. Not by law, sir 

The CHarrman. | thought the act provides that the maximum 
shall be 15 percent of the value of the property leased 

Mr. Berrer.tey. That is correct However, in the Financial Con- 
trol Act, Publie Law 712, section 8, it says: 


In the performance of and with respect to the functio1 powe! und dut 
vested in him, the Postmaster General may enter into such leases of real propert 
as may be necessary in the conduct of the affairs of the Department on suc! 
terms as he may deem appropriate without regard to the provisions of any law, 


except those provisions of law specifically applicable to the Department 

Of course the 15-percent provision is a general statute not speci- 
fically applicable. So that there is no statutory limitation as to the 
percentage of return. Administratively we are still observing that 
limitation. As stated, our average return runs about 11's percent 

The CuarrmMan. How many vacant sites are now owned by the 
Post Office Department? You will remember that 2 vears ago the 
Congress passed a bill providing for the acquisition of at least one site 
in each congressional district for the purpose of putting a Federal 
building on it. How many sites were purchased under that act which 
we passed 2 or 3 vears ago? 

Mr. Berrertey. Under the 1949 act, which was Public Law 105, 
there was an authorization contemplating the purchase of land and 
the preparation of plans for a Federal building project in each con- 
gressional district. There was no authorization for construction 
Under that law there have been purchased 103 sites which are now i 
Government ownership. 

Mav I sav further that under earlier legislation, that is legislation 
enacted in 1937 and 1938, sites were purchased which were not built 
upon because of the outbreak of the war, and we have 132 sites unde 
that authorization 

The CHArRMAN. So vou have a total of 235 sites to date? 

Mr. Berreriey. Yes, sir. 

The CuarrmMan. Now the provisions of this bill applv to the lease- 
purchase of buildings to be constructed on sites owned by the Govern- 
ment; is that correct? 

Mr. Berreriey. This bill would permit buildings to be erected on 
those sites under lease-purchase agreements; ves, sir 

The Cuarrman. I wish vou would explain to the committee how 


the lease-purchase agreement would operate on instance, tet is 
sav there should be a building constructed in a second-class post -office 
town costing about $150,000. That is the capital investment How 
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would the plan operate under your lease-purchase agreement? The 
cost of the building and the site is $150,000. 

Mr. Berrertey. That would contemplate a building to be erected 
on a site that was acceptable in accordance with plans and specifica- 
tions that would be drawn by the Department. We would advertise 
for competitive bids under which the rental payments would amortize 
the capital investment completely and under which title to the property 
would vest in the Department at the end of the lease perio 3 

The CHAIRMAN. So you would not expect to amortize the entire 
cost of $150,000 along with reasonable rental under such an agreement; 
you would get a better bargain than that, would you not? 

Mr. Berrertey. Yes; we would. For instance, if we made a 20- 
vear lease and if we had an investment of $100,000, for easy figuring, 
if that were to be amortized at 4 percent, that would pay out in 20 
vears with annual payments of something under $7,300 a year. At 
that time the Government would own the property. Whereas under 
its present procedure at the end of 20 years it has no equity in the 
property and must go out and renegotiate on the basis of existing 
economic conditions at that time. 

The CHArrRMAN. It would not cover interest and your taxes and the 
upkeep of the property? 

Mr. Berrerzey. The 4 percent would be, or the $7,300 which was 
amortizing the investment at 4 percent, would be exclusive of those 
costs. That is, arrangements would have to be made to reimburse for 
taxes, Insurance, maintenance, and, perhaps in some instances, man- 
agement cost. 

‘The CuarrMan. Do you not think that insurance companies and 
holders of trust funds would be interested in using their funds under 
this lease-purchase agreement? 

Mr. Berrertey. We know that they would. ‘There is a great deal 
of money available for investments of this type. While we have used 
4 percent for the purpose of this computation, we are satisfied that in 
actual practice we may do better than that. We may do as low as 
3 percent. We know that there is a great deal of money available for 
investment in this type of operation 

The Cuarrman. Mr. Miller. 

Mr. Mituer. As I take it, this building would cost $100,000. You 
would amortize it at about $7,300 a year. That is roughly $2,000 a 
year for interest at 4 percent; 4 percent over the whole period. 

Mr. Berrer.ey. Yes. 

Mr. Mituer. I figure roughly $5,000 a year would pay for the 
principal in arriving at that figure. 

Mr. Berrertey. Something like that. 

Mr. Mitier. Now under the present plan where you allow 11 per- 
cent on the investment, if you rented the building, it would cost 
$100,000, the justified rental would be about $11,000 a year; would it 
not? 

Mr. Berrertey. Yes, sir, $11,500. 

Mr. Mituer. And at the end of 20 years you would have then paid 
out $220,000 in rental and have nothing. 

Mr. Berrerzey. That is right. 

Mr. Mituter. Whereas under this system we will pay out around 


$7,500 a vear and at the end of 20 years own the building 
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Nit SETTERLI That = correct ve Sil plus allowances § for 


taxes and other proper charees Phat building Wil have a sub 
stantial additional useful life bevond the 20 vears 

The (CHAIRMAN You said that would be a substant i} saving to 
the Government? 

Mr. Berrertey. Yes, sir; I think it will be a substantial saving 
that we will continue to have the need for the building and it will bi 
in Government ownership. We will not have the necessity, of going 


out and paving rental for an additional term of vears 

Mr. Mituer. Is it not also true that in those areas of the country 
that have grown up rather rapidly the Post Office Department now 
finds itself called upon to pay rentals that are all out of line with 
what you paid a few years ago? I have in mind my own district 
It is a very rapidly growing district. In the case of leases for whicl 
thev wanted $150 a month 10 vears ago now the vant 8350 a month 
for a starting figure before they will even talk 

Mr. Berrertey. That is true. Construction costs have gone up 
very substantially in the last 10 years. I suppose in 10 vears con- 
struction costs have increased 100 percent Phat is necessarily 
reflected in the rentals that have to be paid 

Mr. Miuuer. Is this not also a factor: This country is growing at 
the rate of about a million people a year and by the time these build- 
ings are paid out we could anticipate increased values of the land 
that the Government would get from its investment It will have 
increased several fold. 

Mr. Berrer.tey. I do not think there is any question about that 
We have found in our Federal construction programs that where we 
have located a post office there has been a tendenev for business to 
locate in that area which has increased land values and some proper- 
ties that we were abandoning to build larger buildings under our 
construction program we have disposed of at much more than the 
initial cost to us, not only because of the natural appreciation as a 
result of the growth of population of the courtry but because of thi 
tendency of business to center around the post office and thereby 
create increased values. 

The CuarrMan. Mr. Golden 

Mr. Goutpen. I should like to inquire if the pending bill can be 
made to apply to buildings that are already constructed as well as 
lots on which to construct buildings 

Mr. Berrerutey. Yes; that is covered by the bill, sir. Section 2 
of the bill provides that 


The Postmaster General is authorized to exercise the powers granted In this 
act with respect to existing propertic including those for which conversions, 
additions, extensions, or remodeling may be required 


Mr. Gotpgenx. Now does the Department still maintain the powe1 
to rent a building that it does not want to buy, or would there be any 
limitation on that procedure that vou are now following 

Mr. Berrertey. This would supplement existing aut 
replace il We would still continue to have the suthoritv to leas 


buildin rs without purchase DrOVISIONS 
Mir. Gotpen. That is all 
The CyatrmMan. When was the last Fede din po 


} ' ‘ 1 { 
purposes constructed Was fw O44) or 104 








}) Vill Hits Liis baivV ala ch ( ! ! rs? 

\] Bt | i hia WOULCL | aan | ( j me 

t build I i) i it il ( ned a Is ) ) 0 

\] 5 NSID hat vould no Oo the cla I a 
~ (0) (2 000) dil ‘A } 

Vir. Bet y. NG 

The CHairmMan. Alr. Rean 

\I re (Ms | (| nol mderstand who was romeo tO pa 2ACS 

! (hiis i ne period 

Mir. Berrertey. The taxes would be paid by the owner of the 
property in whom tithe would remain, but the agreement would have 
to provide for reimbursement to him by the Government That is, 
there would have to be some sort of escalator provision to take care 
of the taxes because the person who invests the money on the ground 


; 


that he is selling vou a building on the installment basis, so to speak, 


must during the term of the lease obtam his full return op the invest- 
ment at the specified mterest rate and anv expenses [or taxes wd 
insurance or otherwise would have to be reimbursed to the owrer by 
the Government under the provision of the agreement 

The CuairmMan. Mr. Golden 

Mir. Goupen. Under this bill is the acquisition contract in the 
purchase that the Government 


] 


nature Of an option or ts it an actual 
could not waive if it wanted to ll Case Ol property values VOL down? 
Mr. Berrertey. The biil provides in section | (b) that 


each case that title to the property shall vest the United States at or before 


the expiration of the leasehold term 


\ir. GoLtpEN. It could be a purchase or not? 
\Ir Bi rrERLEY It would have to be a purchase Ves, sl 
The CHairmMan. Mr. Sadlak 


Mr. Saptak. Mr. Chairman, | regret [ did not hear the testimony 
of Mr. Be tterley As usual, when I have breakfast with the American 
Legion rehabilitation group in the Capitol once a year when they get 
down bere and when we pian to vel through about 10 minute of LQ, 
it takes a little longer 

Do vou now have a priority list of places whe ou plan to build 
these post offices if this legislation is approved? 

Mr. Berrer.ve. We have established no such list We know 


rene! lly the pomts of great need, but that is not an inclusive list. 


We have many of our major cities Where we know the Federal build- 


ings which were built many vears avo are too small and in those 


netropoiutan centers or 
nmount of additional postal space whethe we gel that building under 


! 
| 


areas we wil have to provide a substantial 


this proposed legislation or whether we go out and lease it under our 


present leasing authorization 

Th 
we will have to lease it, we will have to get it; and the question will be 
which is the better wav of getting it, under this bill or under our 
present authorization We think that this bill is much more in the 


ntel ro th (;,overnment If we are going oul oO lease and title 


| » Lit 


question in those places will not be whether we lease the space; 
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remains in the owner. we will during the term of the lease pay out 


substantial part of that investment and at the end of the lease we will 
have no equity We will continue to need the property and we will 
have to go back and negotiate another contract Whereas under the 
} | 
I 


proposed legislation at the end of the lease we will own the property 
Mr. Sapuak. Is it all being based on need at the present time 
subject to change? Of course I have in mind in Connecticut we hav: 
quite a large increase in population, not like the State of my colleagu: 
Mr. Miller, in California, which has been increasing by leaps and 


bounds. Would a State like California be given more consideration 
] 


or priority for the leasing of buildings than let us sav a State like 
Connecticut? 

Mir SETTERLE) No: W would consider the individual projects 
Where we thought we could advantageously make a contract unde 
the proposed legislation we would make it. There would not be any 


discrimination among States or discrimination necessarily between 
degree of need. If there were a need for the facility and it was 
determined that it was desirable to do it, we would do it under this bill 
Each case would be individually studied 

The CHatRMAN. Mr. Corbett 

Mr. Corserr. I have been convinced that this would be OOK 
legislation. What inducement will there be to individuals or corpora- 
tions to enter into competitive bidding when apparently all thev are 
going to cet back is the interest on their money ? 

Mr. Berreriey. The interest on the money represents a profit to 
the financing institution. 

Mr. Corserr. That is correct. 

Mr. Berrerztey. The contractor who will construct the building 
will get his contractor's profit. There will have to be perhaps in some 
instances a management corporation which may have to get a manage- 
ment fee for bringing the financial institution and the construction 
company together. That is, somebody has to handle that detail 

Mr. Corserr. That is what is so evident to me In the case of 
anv important building, certainly the process of some! 
blueprints, arranging for materials and contractors and the like 
constitutes a verv real charge here for service 

Mr. Berrertey. That is right; we recognize that 

Mr. Corspetr. I] would like to ask furthermore, when you at 
permitted to lease up to 11 percent of actual valuation, it is not very 
often vou go that high; is it’ 

Mr. Berrertey. Let me explain that. Perhaps I did not make it 
clear. That is not an authorization todo that. That is what happens 
in actual practice. That is the average gross return on all of our leases, 
11% percent. Some, of course, will run more than that; some will 


ody vomng ove! 


run less than that 

Mr. Corsnerr. The only other thing that concerns me is that when 
you go into a little town, maybe 2,000 to 5,000 population, many of 
those towns—and IT could name a dozen in my own area——just simply 
have no building available. The Post Office Department has said 
repeatedly if they could get better quarters they would be glad to do 
it But there is nothing available. So vou go in there and build 
What check do we have as supposedly responsible Members of the 
Congress on the transaction that occurs? 
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Granting that we have all good faith that this be done in the best 
pos ible way, SUP POse that in this town vou have one bid, and that is 
very possible, that is all you may have? ‘There may be only one 


responsible contractor there who would be interested in the 1ob. 
Whethe 
Lion 
any check on the administrative decision under this bill? 

Mir. Berreritey. Of course, the Congress has already given to 


rvyvou need any Management service or not would be a ques- 
But in what way does the Congress Ol this ceoInmittee retain 


lal , , 
the Postmaster General thre authority to go Out and make leases 


Mir. Corserr. | understand that 

\lr. Berrervey. Under that authority we can and do at this time 
vo into a community and advertise for bids: somebody constructs us 
a building and we lease it The Congress, of course. retains the ovet 
all control in that we must come to the Congress through the Bureau 
of the Budget for the money to pay the rent. But the Congress in 


the delegation of the authority under the present statute does not 
scrutinize the individual projects, nor would it under this proposal 

Mr. Corserr. Perhaps [ should tell you why I am asking that. 
It is not that I have any doubt whatsoever about the sincerity and 
efficiency of groups that would administer this It is just that with 
a grant of authority here that could involve very considerable sums 
of money, I think we, being ultimately responsible, ought to know or 
ought to be able to explain in what way we could check on this. 

Mr. Mitter. My question follows that. Is it not true that in 
most of these rapidly growing communities—and they are all rapidly 
erowing now—when you go out to negotiate a new lease after the 
old one expires the lessor does not want to lease to the Government? 
The building is constructed and he can get more money for other 
purposes. It is not a question of having a lot of selections Is it 
not true that in many of these places the postmaster has to go around 
and sometimes almost beg people to enter into a contract and to 
submit things through vour inspectors and the staff? 

\ir. Berrertey. That frequently happens 

Mr. Mititer. Is that not what frequently happens 

Mr. Berrertey. Thai frequently happens; ves, sir 

Mr. Mitier. You have to go out and ask them to do it and appeal 
to them on the grounds of civie pride. 

The CuarrmMan. This bill provides that the Post Office Department 
shall advertise for bids and of course shall accept the lowest bid. 

Mr. Berrertey. That is right. 

The CHarrMan. I cannot see why this committee or the Senate 
committee that supervises vour rental leases would want to take on the 
tremendous task to supervise, look over, scrutinize these various pur- 
chase agreements. | know I would not have the time to do it 

Mr. Lantaff 

Mr. Lantarr. The point that Mr. Corbett raised will probably be 
raised on the floor. It might be well for us to have some testimony 
in the record at that point 

In connection with a similar bill which was pending before the 
Expenditures Committee giving authority to the General Services 
Administration to enter into certain lease-purchase agreements, an 
amendment was offered providing that where the leases or the value 
of the proverty so acquired exceeded a certain amount, in that event 


the proposed lease-purchase agreement would have to be submitted 


) 
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to the Congress for approval. I believe the amount was $100,000 or 
something like that Such a provision has been written into the 
Senate bill. It was defeated in the Expenditures Committee but 
there is considerable sentiment in favor of it within that committee 
and | feel certain that an amendment might be offered from the floor. 
| thought it might be well at this point to have in the record the com- 
ment from the witness 

The CuatrmMan. Mr. Reynolds. the Commissioner of Public Build- 
ings, is here, and he can cover that field 

Mr Davis 

Mr. Davis. Mr. Betterley, in your discussion I do not recall hearing 
vou state whether or not the existing lease arrangement would be 
abandoned and this new arrangement taken up here under this bill 
entirely 

Mr. Berrertey. Not entirely, sir. This would be supplemental 
authority to that which we now have 

Mr. Davis. | would like to know then what would be some of the 
determining factors that vou would consider and whether vou would 
vo ahead and lease a building outright as under the present law or 
whether you would enter into a lease-purchase agreement under this 
new bill. What would be the factors that would determine in making 
that decision? 

Mr. Berrertey. Quite a bit of background information should be 


considered there. In individual cases we would want to be sure that 
we would continue to need a building of this tvpe im this particular loca- 
tion In some of our thinking to date, and as e) pressed in the opening 


paragraph of this bill, it is not mtended that the program authorized 
by this act shall constitute a substitute for replacement of any program 
for the construction by the United States of such structures as may be 
required from time to time by the postal service 

Mr. Davis. What I want to get at is: How would vou go about de- 
termining in a particular location whether you would enter mto a 
straight-lease agreement or whether you would enter mto a lease- 
purchase agreement? 

Mr. Berreriey. I am trying to lead up to a further statement on 
that, if | might. 

Of course the pressing necessity for this legislation was not to build 
a vast number of post offices all over the country. The pressure on 
the Department was to meet the larger needs of the postal service in 
the major cities where there has been such a tremendous increase in 
mail volume and where we are compelled to go and lease large amounts 
of space under present authorization. 

Being faced with that situation, it occurred to us that if we were 
spending those large amounts of money, then it would be better that 
we have legislation so that title to those properties would vest im the 
Government. It is our thinking and our hope that it will not be too 
long before the Congress will find itself in a pesition to authorize con- 
struction programs as it has in the past, which would ccntemplate 
construction im each congressional district where there are places with 
over $10,000 in postal receipts In that aspect this legislat on will be 
beneficial because the projects in the major areas that we will care for 
under this bill will thus be removed from a general construction pro- 
vram and would permit a better distribution of a building authoriza- 
tion fund through the congressional districts over the country. 
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In saying that, | can appreciate that there will be places outside of 
the larger areas where circumstances may indicate that a lease- 
purchase agreement is desirable. We have, for instance, in our leasing 
experience—and this has been more prevalent through some of the 
Southern States—found civic-minded people locally who would con 
struct a building and lease it to us, a building not of an ordinary com- 
mercial type, a more distinctive type of building, with some of the 
aspects of a Federal building, a little landscaping, stone trim, some- 
thing beyond the ordinary commercial structure 

I think that where we could develop that type of situation, this type 
of lease-purchase agreement ought to be consummated 

Mr. Davis. Just as a matter of information in connection with 
this bill, I gather from what you have just said that primarily you 
would act under this bill in the larger cities and not in the smaller 
cities or smaller towns. Is that what is contemplated? 

Mr. Berrertey. That was our primary thinking. 

The CuarrmMan. Why should not this bill be applicable to smaller 
second-class offices? That is, those that have $10,000 in receipts? 

Mr. Berrer.ey. It will. What I was about to say was that we 
have perhaps a thousand leases expiring every year, that is the old 
contracts are running out, and it is necessary that we go into those 
communities and make new agreements. It can well be that in our 
investigations it will develop that there is local interest that would 
make a project of this nature desirable and that there is local interest 
which would be directed toward its consummation. 

Mr. Davis. Let me ask vou a question right there. Do I under- 
stand that unless there should develop some local interest that would 
give some added attraction there, that you would not go ahead under 
this bill but would proceed to lease under the old arrangement? 

Mr. Berrertey. We have not completed our thinking on that. 
I do not think it would be our purpose in these communities where 
our leases are expiring to go out in every instance and advertise for 
bids under the lease-purchase agreement. 

Mr. Davis. That gets back then to what I asked you first. What 
would be the determining factors by which you would be guided in 
deciding whether you would enter into a straight-lease arrangement 
or enter into a lease-purchase agreement? 

Mr. Berrertey. Not to be repetitious, that would be developed 
in our investigation of local conditions. 

Mr. Davis. Of course every place that is growing has the same 
need for more space. Do you have some kind of schedule whereby 
vou will say if they need this much additional space you will enter 
into a lease-purchase agreement, or if they do not go beyond that 
amount of space you will enter into a straight-lease agreement? 

Mr. Berrervey. | do not think we would base it on need for space. 
Some consideration would have to be given to the facilities they now 
have. There would likewise have to be considered the anticipated 
growth of the community. There would be some instances where 
the community might be in a state of flux, it might have a possibility 
for rather rapid growth, so that you might not at a particular time 
want to enter into a permanent arrangement for a post office in that 
particular community. 

The CHarrMan. Mr. Anfuso. 
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Mr. Anruso. Mr. Betterley, let us take this specific case. <A lease 
has expired and the Department has given approval that in a certain 
community a new post office should be built. 

Mr. Berrertey. Yes, sir. 

Mr. Anruso. And bids have been sent out 

Mr. Berreriey. Yes, sir. 

Mr. Anruso. No contract has been negotiated as yet. What 
would you advocate in a case of that kind? Would you advocate that 
a lease arrangement be made, a lease-purchase arrangement be made, 
or, since bids have gone out, that vou build the post office on the 
privately owned property for a certain number of vears? 

Mr. Berreriey. I think if we had not yet committed ourselves 
even though we had advertised for bids, we would consider that a 
new project and determine whether this would not be the better thing 
to do. 

Mr. Anruso. Lease-purchase? 

Mr. Berreriey. Yes. 

The Cuarrman. Mr. Lesinski. 

Mr. Lestnskr. For clarification, with respect to yvour leases that 
you have today on rental of property, vou could renegotiate these 
leases? This particular bill would allow you to renegotiate; would 
it not? 

Mr. Berrerzey. I think that is correct. 

Mr. Lesinski. On property furnished under the lease agreement the 
only definite amount paid would be the amount paid into the building 
itself, plus the taxes and insurance? 

Mr. Berreruery. Yes. 

Mr. Lestvskr. In other words, vou pay a definite sum for the use of 
the building. Your estimate would be different every month or from 
vear to year In other words, you could renegotiate your lease 

Mr. Berrertey. You mean on the lease already in effect? 

Mr. Lesinskr. Yes. In other words, you would have to take vour 
taxes off 

Mr. Berrertey. We would have to have some escalator prov ision 
in the proposed lease purchase agreements to provide that if taxes 
were adjusted the reimbursement to the owners would be adjusted 
proportionately. 

Mr. Lestnskr. Can vou do this under this bill? 

Mr. Berrertey. Under this bill, ves, sir. 

The CHarrman. Mr. Lantaff. 

Mr. LANTAFF. Suppose you should go into a community on one of 
these 20-vear arrangements and the local taxing authorities were 
assessing their real property on the basis of, say, 50 percent of value 
Then the local authorities get mad at the Post Office Depariment 
about some particular thing and say, ‘‘We will just run his assessed 
value up”’; which of course would run the amount of your payments up. 
Has any thought been given to any kind of preliminary negotiations 
with the taxing authorities to obtain some sort of agreement with 
them as to assessment for taxes over a period of this lease-purchase 
agreement? 

Mr. Berrertey. We have not gotten that far in our thinking. 

Mr. Lantarr. Do you think you need any power in this bill to 


authorize you to enter into such agreements with taxing authorities? 


OESOD 
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Mr. Burnsipe. Will the gentleman yield right there? That would 
be tax legislation. 

Mr. Lantarr. In connection with the Public Housing Act we 
specifically directed Public Housing officials to make arrangements 
with the local tax authorities for fixed payment of taxes. 

The Cuarrman. That was for fire protection, police protection, 
and sewerage. 

Mr. Lantarr. I was wondering whether we might want to author- 
ize the Post Office Department to enter into agreements with local 
taxing authorities. 

The CuarrMan. I do not see how that could be worked out 

Mr. Reams. I would like to say for the record that I do not believe 
that would be proper in this case because where the Federal Govern- 
ment has the title under the Housing Authority that is payment in 
lieu of taxes. That is not taxes. But here the title will still be held 
in the name of private individuals and certainly it would not be proper 
for a local official to make a different arrangement with anyone just 
because it is leased to the Government. 

The CuarrMan. I do not believe the local official would have the 
power to bind the city or county. 

Mr. Lanrarr. I think that is probably true. 

The CHarrMan. Mr. Gross. 

Mr. Gross. Do I understand that there is an escalator clause in this 
bill to provide for increased cost? 

The CuarrMANn. No;no such clause; but Mr. Betterley said it might 
be advisable to put an escalator clause in the contracts with regard to 
taxes if taxes were increased each year. 

Mr. Gross. Mr. Betterley, would you go further and put an escala- 
tor clause in leases for second- and third-class post offices that you have 
no intention of buying? Would you go along with a provision for 
escalator clause to take care of increases to private owners of structures 
you do not hope to purchase? 

Mr. Betrertey. That could be considered in making future con- 
tracts. We have not included that in any of our current agreements. 

Mr. Gross. I am aware that you do not have it in any of your 
present contracts on small post offices in the small towns of Lowa. 
You enter into a lease for a 6-year period, Korea comes along and 
increases the cost, and the property owner has no recourse but to sit 
and take it; is that true? 

Mr. Berrertey. That is right. We have to live by the contract. 

The CHarrMan. That is the risk that the owner takes when he 
leases property. 

Mr. Withrow. 

Mr. Witnrow. You recognize the risk here and provide for it with 
an escalator clause in these contracts in which you are going to enter? 

Mr. Berrertey. Your contract here would vest ownership of the 
property in the Government. That is, you would be taking a man’s 
property completely and paying for it in your rental payments. 

The CuarrMan. Are there any other questions of the witness? If 
not, thank you very much, Mr. Betterley. 

Mr. Berrertey. Thank you, Mr. Chairman. 
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STATEMENT OF W. E. REYNCLDS, COMMISSIONER OF PUBLIC 
BUILDINGS SERVICE, GENERAL SERVICES ADMINISTRATION 


The CuarrMan. We are glad to have Mr. W. E. Reynolds, Com- 
missioner of Public Buildings, here this morning. Mr. Reynolds is 
interested in similar legislation now before the House Expenditures 
Committee on other Federal buildings. We shall be glad to hear 
from Mr. Reynolds. 

Mr. Reynoups. Mr. Chairman and members of the committee, I 
think it might be well to review briefly the problems that we encounter 
in the public-buildings programs and how they have been handled. 

Normally before the war there was a yearly appropriation for con- 
struction of Federal buildings throughout the United States. Legis- 
lation usually provided that these buildings should be distributed 
equitably throughout the United States. We, therefore, in the selec- 
tion of projects attempted to get one building in each congressional 
district except in a major city where we built a large building; then 
several Members of the Congress would participate in it 

We always had the problem, as some of you know, of finding that 
some Congressional districts had many buildings of great merit while 
others had a lesser number. So we tried over the years to work out 
a formula whereby we could get more than one building in a congres- 
sional district but have never come up with a real answer that would 
solve all the problems. 

This legislation has one great advantage I think that may be over- 
looked although it was mentioned this morning. We often have to 
build buildings that cost $5 million to $10 million. Now if we have 
a lump-sum appropriation, a few of those buildings eat up that total 
amount rather quickly. It must be realized that we can build 200 
buildings in small communities for 1 building in a city, and if we can 
get some of these larger parcel-post stations constructed under this 
legislation we can get very much better coverage throughout the 
United States in a building program when it comes along. 

We are responsible for the construction of public buildings, such as 
post offices, courthouses, and other structures. ‘To meet the problem 
before you today, two pieces of legislation were introduced in the 
Congress, one running to the General Services Administration for the 
construction of general-purpose space, such as office buildings, court- 
houses, and things of that sort, and the second, the one under con- 
sideration today, for purely postal purposes. 

It is evident that there are a great number of buildings which house 
agencies of Government and include space for the Post Office Depart- 
ment. The legislation before the Expenditures Committee running to 
the General Services Administration provides that that tvpe of struc- 
ture shall be built under its legislation. 

If you will note this particular legislation here refers only to postal 
operations. We find in leasing space, and in our own legislation we 
are at present limited to 5 years, that people object to building build- 
ings unless they get a very high rental. The reason is that if at the 
end of the lease period the Government retires from the lease, they 
must amortize enough of the capital cost so that their investment is 
safe. In the last 12 months we entered into leases for 800,000 square 
feet of warehouse space just as en exemple They are d-vear leases. 
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If we had had this legislation, we would have saved $200,000 a year 
in rent for the 5-year period. 

Of course the savings that you accrue are less as the lease period 
decreases. Now this legislation is interesting from one viewpoint I 
think more than anything else. The reason that you can get space 
at a very low price under this arrangement is that income taxes are 
not involved except on that income which arises out of profits on 
money. If an owner puts up a million dollars for the construction of 
a building and you pay that back to him tin 20 vearly payments, ho 
income taxes accrue on the return of that capital Under the normal 
lease it does. So this is really a competition for money rather than 


anvthing else, and being a competition for money you attempt to 
protect the owner as far as vou can. So Vou do write in an escalator 


clause on taxes. 

In the operation of the legislation running to General 
Administration, if it is passed, we will take complete control of the 
building, including the operation, maintenance, and repairs, struc- 
tural repairs, and everything else, so as to limit the competition for 
money. And on that basis we can rent buildings, in many cases for 
less than we are paying now, and at the end of 20 to 25 vears title 


services 


will pass to the United States. 

There was some discussion this morning about the contractor’s 
fees, the entrepreneur's fees, and so forth. The contractor’s fee and 
architect’s fee are present in any type of construction whether the 
Government does it or not. Therefore those are legitimate costs to 
be amortized over a lease period. It will depend a good deal upon 
the people who are interested in this sort of legislation as developed 
by competitive bids as to what you could get 

There was some discussion this morning on the question as to the 
control that the Congress should maintain over the operation of this 
legislation. The legislation that is before the Senate for the General 
Services Administration provides that there shall be cleared with the 
Expenditures Committee of the Senate any contracts that may be 
entered into prior to the time that the transaction takes place 

A similar provision was studied by the Expenditures Committee of 
the House and, not to burden the record, [ would like to read to 
you the reasons why it was voted down in the committee, although I 
understand it was a very close vote. 
+} 


This committee and most other committees of ie Congress are nots 1 ftic 1e! tly 


staffed to perform such functions 
Time and effort of the committee would be diverted from important legis 
details of administrative action 


to urgent defense 


lative concerns to passing upon numerous 
Executive agencies which may have to act quickly in respons 
needs or to consummate a transaction bene fic ial to the (Government co ild find 
their operations hampered by the necessity of continually running to the Congress 
to get approval of individual administrative actions. 
Where a committee of the Congress is required to approve a specifi 
trative action, the Congress necessarily will share in the responsibility and will be 


adminis- 


less constrained to criticize where criticism is merited 

By vesting final statutory authority in a committee to perform these functions, 
the Congress as a body is deprived of a means of passing judgment on administra- 
tive actions in question 

Finally, as a broad principle of Government the legislative brar 
encroaching unduly on the administrative process; it would dissipate the right to 


hold executive agencies accountable to the extent that a committee of the Congress 


brancl would he 


participates in the executive function 
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I have given a great deal of thought to this as a contracting officer 
who would be responsible to the Administrator for the handling of the 
legislation as proposed for the General Services Administration. I 
would not object to the Congress doing it for the very reasons that this 
committee Says they should not do it. 

Generally speaking, though, it is probably well that the respon- 
sibility rests with the contracting officer and makes him responsible 
to the Congress through investigation or otherwise for his action 

The CHarrMan, Does that complete your statement? 

\Ir. Reynoips. Yes. 

The CuHarrmMan. You contend that this is meritorious legislation 
and should be approved? 

Mr. Reynoups. Well, I think that this legislation or the companion 
legislation to which I referred is the best prec of legislation that | 
have had anything to do with for a great number of years in Congress 
in handling this sort of problem. 

The Cuarrman. How long have you been Commissioner of Public 
Buildings? 

Mr. Reynoups. Since 1934 

The CHarrMan. Any questions, gentlemen? 

Mr. Sadlak? 

Mr. Sapiak. I have a question. In these lease acquisitions would 
there be any provision for insurance? 

Mr. Reynoups. Oh, ves. The property will have to be insured. 
What the Government would have to pay would be the interest on 
the money, the amortization schedule, taxes, and insurance, and the 
reason that the taxes would be in the form of escalator clause is, 
again as I mentioned a while ago, to get this down to really a com- 
petition for money. 

Mr. Sapiak. Ordinarily is it a fact that the Government does not 
carry insurance on their post-office buildings? 

Mr. Reynoups. No; the Government carries no insurance but here 
title rests with a private concern until the end of the lease period. 

Mr. Sapiak. Therefore, you would be insured in case of destruc 
tion? 

Mr. Reynoups. That is right. 

Mr. Sapitak. Do you contemplate building new buildings, new 
post-office buildings, from appropriations of the Congress or would 
you build the post-office buildings regardless of size under this lease 
acquisition if it were to pass? 

Mr. Reynoups. My thought is this, that ordinary leasing legisla- 
tion or this legislation should not take the place of a building program 
because in the last analysis that is the cheapest way to provide space. 
This is really what you might call a private-industry bill and the 
lease period will run 20 to 25 years with the property under taxation 
so as to give the city or the community an opportunity over that 
period to adjust its tax base. 

The difficulty with the Government going in and building its own 
building is that it comes off the tax base immediately, 

Mr. Sapiak. That is right. 

Mr. Rerynowps. But those things should not be corrected in 
legislation of this kind. As you know, the Bureau of the Budget 
has submitted legislation to the Congress for its consideration of the 








18 POST OFFICE DEPARTMENT LEASE-PURCHASE ACT, 1952 


whole taxing problem. It is very complex, I worked on it personally 
for years because I was chairman of the Real Estate Board, who 
made a Ds: x pet to the Congress some years ago on this very question. 

Mr. Sapiak. In other words, where you would have manifested a 
community interest, as Mr. Betterley said, then you would endeavor 
to build the post office under this lease acquisition. But for instance 
in Mr. Anfuso’s district, not that they would not have community 
interest, but proportionately you would need larger buildings in this 
particular area so that those buildings would ordinarily be built 
under the ordinary appropriations of Congress as you are doing now; 
is that so? 

Mr. Reynowps. Well, let me state it this way: I should think 
normally that a building for the Federal courts for instance, which 
may have other offices in the building, or it may not as in Brooklyn, 
should certainly not be done under a lease-purchase arrangement. 1] 
question whether any special-purpose buildings, like public-health 
hospitals, should be built under this legislation unless it can be 
demonstrated without a question of a doubt that the building will 
be required for the lease period in its entirety. 

The regulations that we are drawing up, the legislation, assuming 
it would pass, are particularly stringent because any legislation like 
this is subject to abuse. 

Mr. SapitaKx. Now let me ask one concluding question. Is it a 
fact that you presently have a listing of post-office buildings which 
already have been authorized by Congress? I remember something 
in connection with the gentleman from Mississippi who retired, 
Mr. Whittington, and it seems to me that there was a bill which would 
give authorization for the buildings to be built at an opportune time? 

Mr. Reynotps. We have about 75 buildings already designed 
under legislation that was approved 3 years ago. We are required 
uader Public Law 105 to submit to the Congress at the beginning of 
each new session all eligible projects in the United States, and that 
includes post offices having postal receipts of $10,000 or more. 

The latest submission is known as House Document 224 and that 
will give you the entire list of buildings as we had it at the time of 
publication. Now the legislation goes beyond that. The _ basic 
legislation is that when we get a construction program we are to make 
the selection from that document, but it also says that you can select 
other projects not in the document that should be built in the public 
interest. So it is not entirely inclusive; you can still take other build- 
ings other than those in the document; but there are a great number 
of eligible buildings as you can see from the document. 

Mr. SapiaKk. Thank you. 

The CHarrman. Mr. Burdick? 

Mr. Burpicx. As I view this legislation, the community would be 
very much ahead of the proposition as you suggest rather than for 
you to go in? 

Mr. Reynotps. I did not get your question. 

Mr. Burpicx. Under your proposition that you present here, the 
community, the taxpayers of the community, would get more benefits 
out of this plan than they would if you went in and built a building 
directly? 

Mr. Reyno.tps. O2, ves; for 20 years 

Mr. Burpick. Thank you. 
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The CuarrMan. Mr. Reynolds, it seems to me that in your larger 
cities, where there is need for additional postal terminals, ware- 
houses, and parcel-post stations, that the insurance companies and 
the holders of trust funds would be interested in lease-purchase agree- 
ments for the construction of such buildings. Do you not think so 
in the larger cities? 

Mr. Reynoups. There is a great deal of interest in financial circles 
in this legislation because it provides an outlet for funds. 

The CuarrMAN. Now as to your small towns, towns of four, five, 
or six thousand, there is a great deal of pride in the post-office building, 
it is usually the only building that is representative of the Federal 
Government in the community. You will find local citizens who would 
be interested in lease-purchase agreements in my opinion. 

Mr. Reynoups. It has been my experience in the dedication of post 
offices prior to the war that the small communities turn out very much 
greater in number; they take a very great pride in it. For example, 
my home town, Storm Lake, lowa, very great interest was shown. 
On the other hand, when I go to Chicago to a dedication there will 
not be more than a handful; they are not interested. 

The CHairMan. Are there any other questions of the witness? 

Mr. Lesinski? 

Mr. Lesinskt. In other words, according to what you say there 
*should be some limitations as to how far this bill should go? 

Mr. Reyno.ps. I think there should be none in the legislation; no. 
You are talking now about number, or are you talking about the 
amount of money involved? 

Mr. Lesinsxt. You said courthouses and certain buildings should 
be proposed and built with the funds of the Federal Government but 
in the smaller communities the people should get together to build 
this building. According to what you say the financial circles are 
interested in this bill. In other words, it would be used as a basis of 
investing funds of big corporations? 

Mr. Reynoups. By insurance companies. 

Mr. Lesinski. That is right. It would be for the benefit of these 
people who want their money out for personal gain to themselves. In 
other words, there should be some limitation as to how far this bill 
should go. 

The CHarrMan. It has to be for the purpose. 

Mr. Reynoups. Could I answer your questior this way: Money, 
like everything else, is subject to supply and demand. When there 
is excess supply of money, why, you are going to get low interest 
rates. The primary purpose of building a building in a community 
is to serve the people. I can give you locations now where they are 
stacking mail on the loading platform and on the driveway leading to 
the platform. 

Mr. Lesinsxt. We have the same thing in my district. 

Mr. Reynoups. That is right. It is to relieve that situation prior 
to the time when you can go in with a building program. When you 
go in with a building program vou have to realize that we have from 
$1,000,000,000 to $2,000,000,000 backlog. So we are trying to meet 
a situation here that is very acute and to do it where you can save a 
great deal of money over the present machinery we have to work 
with. 
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Mr. Lesinsxt. I think a lot of the members of the committee are 
aware of the situation. Most of the post offices in my district have 
only half the space they should have. For example, Dearborn is 
small, Wayne is way too small, Wyandotte is too small, and Trenton 
is far too small. This would help a lot 

Mr. Reynoups. Yes. 

The CHatrmMan. Mr. Burnside? 

Mr. Burnsipe. | would say the same is true in Huntington; we 
have had situations where people fainted. We have these partitions 
and we used beaverboard where the ceiling is so low you can touch it 
and frequent'y people have fainted 

The CuarrmMan. Mr. Gross? 

Mr. Gross. I am disturbed by these leases that have been nego- 
tiated in the small towns in lowa. The private owners of these 
buildings are caught in the squeeze play that has developed in the 
last 6 vears. What could be done to help them with the hardship 
in the leases that they now hold? 

Mr. Reynoups. Let me answer your question this ‘way: First of 
all, | have nothing to do with the straight out-and-out leases for post- 
office operations, I have leases for general Space like offices and so 
forth. But we bave a creat number of leases at the present time that 
were entered into for the emergency plus 6 months, and about the 
only wav that we can cancel those leases or that they can be cured is 
by legislation. 

[ was talking with the owner of a building the other day where we 
rent 100,000 square feet. We are paying $1.34 a square foot fully 
serviced. It is costing about $1.36, and he can rent it for $3.25 
That is a definite hardship and we are without power to do anything 
about it because it is a firm contract. 

Mr. Gross. I have a situation here where a man has leased a 
building to the post office for 10 years and is in the middle of that 


contract. I think he gets $60 a month. ‘Ten miles away in Treynor, 
lowa, a new contract had been entered into for lease of suitable space 
for $125 a month. To me that just does not make sense that one 
man should get $60 a month for excellent space in one town, pay all 
the costs of providing this space for the post office heat, heht, and 
everything clse—and 10 miles away they pay $125 a month for 


much less suitable space 

Mr. Reynoups. You understand, of course, that a contracting 
officer has no leeway whatever with the contract where it was legally 
entered into, two willing people sign the contract, so in Government 
here we cannot do anything about it. 

Mr. Gross. But this $60 lease originated back in 1946 and we have 
had a lot of inflation since then. We had a lot before, but we have 
had a great deal since that time. The costs to the private owner 
have gone up tremendously since that time. 

The Cuatrman. Any other questions? 

Mr. Davis? 

Mr. Davis. I would like to ask whether this will stimulate the 
building program? 

Mr. Reynoups. Let me rephrase that. It will cause some in- 
creased construction, but it will have to be timed to the availability 
of materials and labor. At the present time, incidentally, there is 
quite a lot of unemployment in the construction trades, especially 
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in New York and other cities of that sort, and materials are loosening 
up rather well. It will be some stimulation to the building industry. 

Mr. Davis. The reason I asked that, im my district there is con- 
siderable unemployinent because of the transition to defense and 
because of competitition that exists between sections of the country, 
and it seems to me that a program like this could be helpful in such 
areas if the materials are available 

Mr. Reynoups. Yes. Well, | think materials are going to be in 
much better shape in the not too distant future 

The (CHAIRMAN. Thank vou very much, Mr. Reynolds 

Mr. Reynoups. Thank you, gentlemen. 

The CuarrMan. Before we adjourn the session this morning we will 
hear from our colleague, Congressman Rogers of Denver, Colo. 


STATEMENT OF HON. BYRON G. ROGERS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF COLORADO 


Mr. Rogers. Thank you, Mr. Murray and gentlemen of the com- 
mittee 

My Name is Byron G. Rogers, | am the Representative of the First 
Congressional District of the mile-high city and county of Denver, 
Colo. I also appear on behalf of Mr. John J. McDonald, president 
of the Denver Civic Council, whom I asked to come down and appear 
before vour committee, but he is unable to be here and he asked that 
I also express the interests of the Denver Civie Council, which is 
comprised of 16 civic organizations within the city and county of 
Denver 

| appear in favor of H. R. 6839 because | believe that it is the answer 
to a problem that has resulted due to the fact that we have not been 
able to construct post offices since the beginning of World War II, 
and particularly as it applies to my own congressional district, the 
city and county of Denver. 

The post office that was constructed in the city and county of Den 
ver, when it first began operations January 1, 1915, the postal receipts 
were about $1.5 million. Now for the vear 1951 the postal receipts 
there are in excess of $10 million. The postal transportation service 
terminal at Denver and the terminal annex of the post office is now 
being operated in connection with the union station, wherein space 
is now being rented by the Post Office Department from the Denver 
Union Station 

The Denver Union Station, the manager told me recently that if 
it were not for the fact that he recognized the essential necessity of 
handling of the mail they would ask the Post Office Department to 
get out at once However, I feel that this bill H. R. 6839, in the face 
of what has developed in a critical manner in the transportation and 
distribution of our mail in the city and county of Denver would be an 
answer to that situation. 

I may state to the committee that the General Services Agency dur- 
ing the last 18 months has acquired approximately a square block east 
of the union station which is adjacent to the tracks of the union station 

Now the Post Office Department thinks this is the proper and ideal 
place for the construction of this postal-transportation-service ter- 
minal and the Denver post-office annex. I may explain to the gen- 
tlemen of the committee that Inasmuch as we day we are the empire 
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city of the West, many railroads convene and converge into the city 
and county of Denver, and that is a distributing point for most of 
the State of Colorado and other parts of the West as it deals with the 
mail, it is therefore essential that we have proper facilities at and near 
the railroad terminals 

Now the General services Agence, having aequil d OTL blo Ik near 
the Denver Union Station, we are in a position now to proceed with 


> 


the proper construction and this bill, H. R. 6839, will permit the proper 
construction and alleviation of the congestion that has resulted in the 
situation there 

The CHAIRMAN. You are satisfied that local interests would be able 
to execute a lease agreement? 

Mir. RoGers. | would like to point out to the committee that due 
to the condition which exists there and of which the Post Office Ds 
partment is well aware, that 16 civic groups took it upon themselves 
to make a survey to ascertain why we were not getting the proper 
service in the CiLy anda COUNTY of Di hnver, and they came up with the 


answer that the congestion at the station made it impossible under 


the conditions for the nen to work and handle this mal In fact. | 
went down there at Christmastime and as somebody has indicated 
some of the mail was bemg worked on the Street I went out there 
and it was almost zero weather and thev were handling the mail and 
parcel post out on the street and were having a difficult proposition. 

With that in view, and after this survey was made as to the cause 
of it, this civic group got busv. We now have a firm offer from a 
surety company in New York City guaranteeing that they will go 
ahead and negotiate with the Government and builda building and lease 
it according to the plans asset forth in this bill. So | earnest! 
that vou pass it out as fast as possible because it then gives, as some 
of the gentlemen have already testified, an opportunity for private 
capital to go in there and not make it necessary for the Congress to 
take up all of them and appropriate from $1 billion to $2 billion for 
that backlog. 

The CHarrMan. Thank vou. 

Mr. Morrison. | want to compliment the gentleman and say that 
[ think he has pled the cause of more than Denver because the same 
condition exists in other parts of the country and it is one of the 
reasons I think we should pass this bill out at once. I want to thank 
him for coming here and carrying the burden not only for his com- 
munity but for the rest of us 

Mr. Rogers. Thank you, gentlemen 

The CHaArrmMan. I have here a statement from Mr. Harry P. 
O'Neill of the Tenth District of Pennsylvania, Scranton, strongly en- 
dorsing this legislation and this statement will be placed in the record. 


Vv request 


(The statement is as follows: 


CONGRESS OF THE UNITED STAT! 
House OF REPRESENTATIVES 
Washingion. D. C., March 3, 1958 
Re H. R. 4333. 
Hon. Tom MurRAy, 
Chairman, Committtee o Post Office and Cit Service, 
Weshington, D. ¢ 


DEAR COLLEAGUE Murray: Kindlv enter my full support of the above bill 
proposed to, among other measures, permit the Postmaster General to d velop 
and improve any land purchased by the United States for postal purposes, 


1 








POST OFFICE DEPARTMENT LEASE-PURCHASE ACT OF 
1952 


TUESDAY, MARCH 11, 1952 


House oF REPRESENTATIVES 
(COMMITTEE ON Post Orrick AND CIvIL SERVIC? 
Wash noton. Dp ( 


The committee met pursuant to notice, at 10:20 a. m in room 
215, Old House Office Building, Hon. Tom Murray chairman) 
presiding 

The CuatrMan. The committee will be in ordet 

This morning the committee will continue hearings on H. R. 6839. 
Before we proceed with our schedule of witnesses, | see our Repre- 
sentative, Mr. Tollefson. Do you wish to make a statement, Mr, 
‘Tollefson? 

Mr. Totuterson. Yes, sir; if 1 might. 

The Cuarrman. We will hear from vou now so that vou can get 
away. 


STATEMENT OF HON. THOR C. TOLLEFSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WASHINGTON 


Mr. Totterson. Thank you, Mr. Chairman 

Mr. Chairman and members of the committe: I appreciate the 
opportunity of appearing before vour committee 1 would like to 
record my support of the principles of the legislation which the com- 
mittee is now considering. I have introduced one of the pending 
measures 

In 1950 I suggested such a program for the Post Office Department. 
It was not as enthusiastically received as I had hoped it would be 
I am glad to note now that the Post Office Department has submitted 
its own favorable views to the committee with respect to this lease- 


purchase program. Certainly the need for some such legislation 
e€X1sts 

I, of course, am not familiar with the needs in the various commu- 
nities throughout the country. I am more particularly acquainted 
with the needs in my own community and in my own State. If | 


may, I should like to just touch upon that very briefly because, 
before the committee acts upon the legislation, it is certainly going 
to consider the needs for additional postal facilities 

In my own district, for instance, the population increased during 
the period 1940 to 1950, 62! percent. There has been some increase 
since, so I think IT ean safely sav we have had since 1940 a 65-percent 
population increase 

The total postal receipts have increased 2's times; the interna 


revenue collections have increased 14 times the internai-revenue 


staff. or emplovees in my State has increased » times 
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In mv own citv in 19359. or there abouts. the Federal Government 
saw the need for a post-office building and acquired property on the 
main street in my citv, mv home citv, and began excavations for 
the construction of the building 

World War I] came along and of course that CONSLTUCLION program 
was brought toan end. The money which had been appropriated was 
impounded by the President. Since that day we still have had that 
hole in the ground on our main street, and we do not like it 

The post-office building is an antiquated one. It does not meet the 
needs for postal services and, as a consequence, the Post Office Depart 
ment has had to lease other facilities, other buildings, in other words 
buildings that cannot be leased to private enterpris 

[In my own opinion, the buildings ought to be condemned. The 
employees are compelled to work in very unsafe quarters and, in my 
estimation, unhealthy quarters as well. 

I do not believe that the committee needs too much testimony with 
respect to the need for additional postal facilities. We need them 
badly in Tacoma. 

As I mentioned a moment ago, the Government recognized that we 
needed those postal facilities as far back as 1938 or 1939. 

The picture has not changed. We still have our same post-office 
building with the exception that we are leasing these older buildings in 
addition. 

The question came to my mind a couple of years ago with respect 
to the possibility of the Federal Government in the foreseeable future 
appropriating funds, sufficient funds, to start a construction program 
on a Nation-wide scale. I think that about 1949 or 1950 we did au- 
thorize the acquisition of new sites and additional sites and appro 
priated funds for the drafting of plans for new buildings, but we ap 
propriated no money for the construction of buildings. 

As a part of that program, as I recall it, there were about 200 com- 
munities in the Nation on a somewhat priority basis the same as the 
city of Tacoma. Those places had a need for buildings at the same 
time that Tacoma had its need. 

Mr. Mitier. The gentleman said they had already acquired a site 
I think there were 163, if [ am hot mistaken, with special priority 
They would not count against the quota under the provisions of the 
act; they would be allocated, but would be above the quota. There 
were two of them in my own district, so 1 am familiar with that situa- 
tion. 

Mr. Totuerson. You are familiar with that situation. I mention 
that only to point out two things: First, that the need existed 12 or 
13 or 14 years ago and it was recognized by the Congress at that time 
The need has grown 

My second purpose in mentioning it is in connection with what I 
said a moment ago with respect to the question that came to my mind 
concerning the possibility of Congress appropriating hundreds of mil- 
lions of dollars to construct facilities in these 200 priority categories. 

Mr. Minter. Do you know whether or not the Post Office Depart 
ment, in trving to lease quarters in the communities that are growing 
as rapidly as your city of Tacoma has had difficulty in getting people 
to even bid? 

Mr. Totterson. May I say this, that quarters are just not avail 


able in mv eit The Post Office Department had to lease facilities 
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which I say ought to have been condemned. They were the only 
buildings that were available. 

Mr. Minter. Have vou found a tendency on the part of the people 
in rapidly expanding communities to be a little wary of entering into 
leases with the Post Office Department? They shy away from it? 

Mr. Touterson. There is that situation, too. In the first plac 
we did have some lease problems in smaller communities, these 10-veat 
leases and the 50-day leases Property owners in that fast-growing 
community were not much interested in entering into an arrangement 
with the Post Office Department when they could make a better deal 
with the private enterprise. 

Mr. Muinuer. Is it not true, too, that in these rapidly growing 
communities—and | think there are a great many of them throughout 
the country the Federal Government would be better off if it entered 
into such a program as this and acquired property at this time unde 
lease purchase so that they could actually tie down desirable property 
for all time in the future for their post offices and not have to go 
through that every 10 years? 

Mr. Totuerson. | have not given that so much consideration, 
but I can see the value of the pomt you make in connection with my 
own community. The good space which could be put to good use 
by the Post Office Department is limited as to availability. 

Now, of course, if they want to construct a post-office building out 
at the outskirts of the community, there is a lot of property there 
but not downtown. There is a limited amount of property, taking 
into consideration the rail transportation, the bus transportation, and 
all that sort of thing. 

Now, I just would like to proceed a moment with this one situation 
which has been bothering me. You can gather perhaps from what 
I am saying that the people in my town want a post-office building, 
they want it badly, and they need it badly. I am just worried that 
the Federal Government will not be in a position to build with its 
own funds for a long time to come. Now, we are in a defense pro- 
gram Which is taking billions of our dollars. We have a huge national 
indebtedness. I do not know when this Korean situation or the world 
tension will come to an end. It might not come to an end for a great 
many vears, but when it finally does we are going to wind up with*a 
tremendous debt and our people and our Congress are going to be 
thinking in terms of curtailing expenditures. And, even if the 
tension ceases, we are then going to be confronted with the possibility 
of Congress not appropriating any money for these buildings and going 
along on a hit-and-miss program, and the Post Office Department 
going along on a hit-and-miss program such as they have been follow- 
ing in recent years. 

I appreciate in connection with the defense program that there are 
materials problems, materials shortages, there are financial problems, 
but I believe that they will be relieved much quicker than will the 
financial problem or situation of the Federal Government. So I 
believe that private money will be available much, much quicker than 
money from the Federal Government for the construction of these 
buildings 

| think there are some advantages. Perhaps the committee has 
already had the advantages brought to its attention but it will not 
hurt to repeat them 
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In the first place, the one advantage I like to think of as occupying 
the No. 1 position is the fact that the communities will get the build- 
ings much quicker than they would otherwise 

Another advantage, of course, is something that [ have already 
touched upon, the Federal Government will not have to make a huge 
initial outlay of funds at one time. 

These lease-purchase arrangements can run over a period of vears. 
The Postmaster General will have the authority to ent o them 
for varying periods of time with certain minimum er maximum limits, 
and can enter into arrangements for acquisition oO} title at arving 
periods 

So the Federal Government, in a 2- or 3-year period, will not have 
to appropriate a half-billion dollars for construction of these buildings. 
That can be spread out over a period of tim: 

I do not know whether the committee has given consideration or 
intends to give consideration to another aspect, and that is the matter 
of these facilities remaining on the local tax rolls until such time as the 
Federal Government acquires title. I think perhaps vou are some- 
What familiar with the huge amount of property that the Federal 
Government owns throughout the Nation. It is over 50 percent in 
the Western States. No taxes are paid on those properties. There 
are some payments in lieu of taxes, | know, but a study of it indicates 
that the Federal Government in payments in lieu of taxes falls far 
short of what it would be required to pay if it did pay on the same basis 
as private owners. 

What I am getting at is that the local communities are losing a huge 
umount of tax revenue. In one of my communities the Federal 
Government is leasing industrial property to private concerns for 
several hundreds of thousands of dollars a vear, In excess of $500,000 
a vear revenue, and not a dime is being paid in the way of taxes to the 
local community. I think that is an unfair situation. 

I think perhaps the committee might want to give consideration to 
this one advantage, namely, that as long as the facilities remain in 
private hands, that is as long as title remains in private hands, the 
facilities will be on the local tax rolls and taxes will be paid to the local 
communities and relieve the situation which they have 

I believe, in the long run, the Federal Government will save money. 
As of now, the situation which exists with the Federal Govern- 
ment, the Post Office Department is paying rentals upon great num- 
bers of properties throughout the Nation and that is money that is 
just going down the drain, so to speak. We can think of that rental 
in the same connection with the payment of rentals by individuals 
who choose to rent rather than buy. I believe my plan will save the 
Federal Government money in the long run, but I want to stress the 
No. 1 point I made, that the communities will obtain under this 
program the facilities that they need so desperately much, much 
quicker than they would otherwise. 

I thank you again, Mr. Chairman. 

The CuarrmMan. Thank you, again, Mr. Tollefson. We are glad 
to invite you to appear before the committee because | heard your 
speech on the same subject on the floor of the House several weeks ago. 
| felt you would like to appear before this committee 

Mr. Reams. Mr. Chairman, may I ask our colleague a question? 

The Cuarrman. Mr. Reams. 








POST OFFICE DEPARTMENT LEASE-PURCHASE ACT, 1952 29 


Mr. Reams. You spoke of the limitation of downtown property. 
Do you not consider that it is essential to have the main post office 
located fairly well within the business district? 

Mr. Tou.terson. I do very definitely, for the convenience of the 
thousands of people who patronize the post office. 1 think the Federal 
Government would be subjected to considerable criticism if it located 
its postal facilities out of convenient reach of the patrons, 

Mr. Reams. We had that same experience in Toledo. We went 
out more than 10 blocks from the center of town to build the main 
post office. People insist on keeping and using the older post office 
today because it is more convenient, the other is too far away from 
the business center of town 

Mr. Tor LEFSON The problem IS becoming more and more acute mn 
those communities which are growing fast as they are on the Pacific 
coast. The good property is being taken up by new enterprise coming 
in, and that new enterprise is there not for a year, 5 vears, or 10 years 
but it is there for keeps if they can buy and remain 

The CHarrman. Mr. Rees? 

Mr. Rees. | want to join my chairman in expressing my apprecia- 
tion also for your coming here this morning and giving your views in 
respect to a congested area where this particular measure would 
certainly apply if it were enacted into law. 

Mr. Toititerson. Thank you very much 

Mr. Mriuer. I would like to join the chairman in his remarks 
I know of the great fight that my colleague from Washington has made 
continuously and the frustration he feels in trving to get something 
accompt shed 

Mr. ‘ToLurFrson I had not thoucht about t word “frus 
but it isa very accurate one 

The CuarrmMan. Mr. Gross? 

Ir. Gross. Would the gentleman suggest a restrictive clause in 
this bill to provide that any lease-purchase arrangement be upon a 
structure within the business district, the center of the business dis- 
trict? 

Mr. To.tierson. I do not know whether that would be advisabl 
I must confess to my colleague that I have not given that a great deal 
of thought, but I can see the possibility of there not being availab! 
in the downtown area the property which the Post Office would like 
to have and would be forced to build elsewhere That is something 
that the postal authorities upon study of the individual communities 
could better answer than I. 

Mr. Gross. In the ease of Toledo the post -office authorities agreed 
that the building should be put 10 blocks from the business district, 
and it therefore serves not a true, useful purpose. 

Mr. ToLtLerson. | recognize that. 

Mr. Gross. If it could be built outside the business district where 
they could find cheaper property, for instance, | think if that does pose 
a problem, there ought to be a restrictive provision in this bill 

Mr. Totuerson. What you have to Say brings to mind another 
point. You talk about mistakes that have been made in the past. 


I neglected to mention one I] trust that it will not ever be made 


e 


again 


I mentioned the post office in my community It is a beautifiul 
edifice and it will probably stand there for a hundred vears, but it is 
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outmoded; it is outdated. It does not afford the opportunity for 
efficient service by the postal employees. 

Now, my thought was that under a program of construction by 
private funds where the builders would submit bids, we might get 
structures that are more efficient in their construction and meet the 
needs of the particular departments for which they are built 

[ may say, Mr. Chairman, that there is legislation—I have intro- 
duced it--which provides for this similar authority to other depart- 
ments of the Government, that is to the General Services Administra- 
tion 

The CHarrmMan. Are there any other questions of our colleague? 

If not, thank you very much, Mr. Tollefson. 

Mr. Toutuerson. Thank you, Mr. Chairman. 

The CHarrMANn. Next we will hear from the representatives of the 
sureau of the Budget, Mr. Sam R. Broadbent, acting legislative 
assistant to the Director of the Bureau of the Budget, and Assistant 
Chief of the Estimates Division, and Mr. Henry H. Merry, staff 
member, Bureau of the Budget. 


STATEMENTS OF SAM R. BROADBENT, ACTING LEGISLATIVE 
ASSISTANT TO THE DIRECTOR OF THE BUREAU OF THE BUDGET 
AND ASSISTANT CHIEF OF THE ESTIMATES DIVISION, AND 
HENRY H. MERRY, STAFF MEMBER, BUREAU OF THE BUDGET 


Mr. BroapBent. Sir, the Bureau of the Budget has no objections 
to the legislation as proposed. 

The CuarrMan. The Bureau of the Budget has a report on this 
bill; has it not? 

Mr. BroapBENT. We have not on the new bill. We have not filed 
°e | formal report. We have filed reports on the preceding bills and we 
have generally gone along with them. We have reviewed this in 
detail and there is no objection to it as far as the Bureau of the Budget 
is concerned. 

The CHarrRMAN. Are there any questions of Mr. Broadbent? 

Mr. Rees. Would it not be well for you to submit a report on this 
bill? 

Mr. BROADBI NT. We can do So if the committee so desires To 
complete the record, I think it would be well to do it 

The CHarrmMan. Are there any other questions? 

Mr. Burnsipe. It will definitely mean a saving, do you not think? 

\MIr. BroapBent. In the long run, probably, yes. It is one of these 
propositions that can be argued on both sides. 


Nir. Br RNSIDE., But you would definitely Say that the citizens will 
vet a better building? 

Mr. Broapsent. They will get better service. As Mr. Reynolds 
pointed out in his testimony, it is a matter of competition of money. 

Mii BURNSIDE. You can vet money at a mu h cheape ate, so that 
would be a saving. 

Mr. Rees. You represent the Bureau of the Budget and evidently 
the Bureau of the Budget has examined this legislation ratl urefully 
or you would not be here this mornin y. 

Do you hot have ar Independent opimvon Wi nh! pect to th 


] ) 
I] Hsure, or do vou care to express one lit vou do 


’ 
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Mr. Broapsent. I have no independent opinion. It_is the con- 
sidered opinion of the Bureau of the Budget in the long run that it ts 
a good sound piece of legislation and that when you add up the balance 
sheet 10 years from now, it will probably be favorable 

Mr. Rees. May be favorable? 

Mr. BroapBent. In all probability it will be favorable; ves, sir 
Interest rates change. 

Mr. Ress. Evidently the Bureau of the Budget is not making any 
recommendations; is that correct? 

\Ir. BroapBent. Yes 

Mr. Rees. According to your statement you have no objection 
That is one thing. Do you have a recommendation? 

Mr. BroapBent. That is all I am authorized to say this morning, 
sir. We will cover that in more detail in the written report 

Mr. Rees. When you submit it? 

Mr. Broappenr. When we submit it; ves, su 

Mr. Rees. That is just in compliance with my suggestion made 
now ? 

Mr. Broapsent. Yes, sir. 

Mr. Rees. As you sit here this morning, 5 
opinion on this bill? 

Mr. BroapBentr. No, sir. 

Mr. Rees. As you sit bere this morning, you are here only to tell 
us that the Bureau of the Budget has no objection; is that it? 

Mr. Broapsentr. That is correct 

Mr. Rees. That is all there is? 

Mr. Broappent. That is correct 

The CuarrmMan. Are there any other questions? 

If not, thank you very much, Mr. Broadbent 

Mr. Broapsentr. Thank you, Mr. Chairman 

The CuarrmMan. The next witnesses are Mr. Charles Johnson, leg- 
islative attorney, General Accounting Office, accompanied by Mr. 
a Kdward Welch, assistant ceneral counsel, General Accounting 
Office. 

We shall be glad to hear from Mr. Johnson 


uu have no independent 


STATEMENT OF CHARLES JOHNSON, LEGISLATIVE ATTORNEY, 
GENERAL ACCOUNTING OFFICE, ACCOMPANIED BY J. EDWARD- 
WELCH, ASSISTANT GENERAL COUNSEL, GENERAL ACCOUNT- 
ING OFFICE 


Mr. JOHNSON | 2m Charles Ie Johnson les slative alto! V, 
General Accounting Office Mir. Welch is on my ft 

Mir. Chairman, may I say at the outset that we in the General 
Accountine Office wholeheartedly svmpathize with Mr. Tollefson on 
his bh Vv hole a) thre 7TO nd out th re a] Taco Fi \\ =] Hecause nthe 
General Accounting Office we watched a large hole in the ground for 
many vears Fortunatelv. through excelle vO ey ge 
Revnolds and his people, we now h rf 

\ helpu ‘ ay ob ( 
nd olf s ( yw Ss el lec 
\ir. Burnsu he ha mpatl 
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those buildings, where we have three rented now. They are inade- 
quate, 

Mr. Jounson. Mr. Burnside, our sympathy is not at all limited 
to one case of abuse. I might say that many unfortunate circum- 
stances of that kind brought to our attention over the last vear or so 
have largely been persuasive in the Comptroller General taking the 
position he has in this legislation. As you do doubt are aware it is 
legislation which touches on policy matters and goes far bevond the 
fiscal field to which the Comptroller General usually limits his com- 
ments 

[ have not a prepared statement. However, | would like to point 
out in reference to H. R. 6839, which the chairman last week set out 
for discussion in lieu of H. R. 4333, that there is one principal difference 
between H. R. 6839 and H. R. 4333 That is section 1 (a) of the new 
bill, H. R. 6839, which sets forth very clearly the congressional policy 


‘ 


that the bill, if enacted, would supplement existing provisions of law 


which provide for the leasing of space and for the construction of 
buildings and would not be in lieu of any program for construction by 
the United States of such buildings and structures as are required by 
the postal service | believe that is very important to show that 
there will he a three-pronged attack on the problem ot space tor the 
Post Office Department. That was a second persuasive point in ow 


minds in making a favorable report on H. R. 4333 


There has been a hiatus, | suppose vou might call it, in the construe- 
tion of post-office buildings, | think, for probably 14 vears: we take, if 


! 


may use the phrase, ‘Oudicial notice” of that facet, although it is 


not a fiscal matter. 

The leasing procedure has been effective, | believe, and particularly 
in the Post Office Department, where authority exists for 20-vear 
leases. However, there is a middle ground which may give us many 


of the advantages of both the lease and the construction procedure 

| believe it is an established fact that the construction of buildings 
by the United States probably is more economical in the long run than 
any other procedure to vet them. 

Now, this section 1 (a) of H. R. 6839 is the principal difference be- 
tween H. R. 6839 and H. R. 4333. It expresses what we believe to be 
the unexpressed purpose of H. R. 4333 on which the ¢ ‘omptrolle *Gen- 
eral made a favorable report to this committee last veat 

The Comptroller General also, in his report to this committee, made 
certain recommendations for clarifving and correcting changes in the 


proposed legislation. All have been adopted in H. R. 6839. In other 
words, the bill H. R. 6839 complies with the recommendations of the 
General Accounting Office. Although we do not have any special 


information on the need or desirability, since we are not in the Post 
Office Department business, we believe that, at least from a long-range 
standpoint, it will make possible substantial economies in the operation 
of the postal service. That is our affirmative view, and was expressed 
at the conclusion of the Comptroller General’s report on H. R. 4333. 

I will make one or two points and then conclude my statement, Mr 
Chairman. 

Mention was made last week at the hearing of the probable need for 
an escalator clause in these lease agreements. | believe Mr. Gross 
pointed out that there was not any requirement in the legislation on 
that point. We believe that to be true, and also a proper condition 
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of the bill. If it is found necessary to write into any of these lease- 
purchase agreements escalator clauses, we believe that administrative 
thought should be given to letting the escalator go down as well as up. 
We have seen in the General Accounting Office a number of contracts, 
some where they would look out too well for the contractor, and some 


too favorable to the Government A too zealous contracting officer, 
for example, could put a contractor in a bad position by providing for 
a downward escalation and not an upward one. A careless contracting 


officer could err the other way. 

Mr. Gotpen. In that proposed escalator clause, would you include 
any subject other than taxes, or would you have anything else that 
ought to be included, that is, of a variable nature? 

Mr. Jounson. Mr. Golden, 1 perhaps did not make the position 
of the General Accounting Office clear. We prefer by far a firm con- 


tract; that is the only perfect contract In a firm contract there is a 
meeting of the minds and all of the contracting parties set out on each 
side exactly how they will perform. If you vO LOO far with CS( alator 
clauses, you end up with a cost-plus contract. We would be paying 


the freight, there would be no risk and therefore, no earning of a 
normal profit by the contractor. 

I mention the downward escalation merely because the matter had 
been brought up last week. I understand that from a practical 
standpoint the Department does anticipate the probable demand on 
the part of contractors for an escalator clause to take care of taxes, 
which are foremost in the thoughts of most of the building people 
and, I think perhaps, of all of us right now. 

Mr. Gross. At this point, if you provide an escalator clause or 
renegotiation provision in this bill, then do you not think there ought 
to be a renegotiation provision for those already leasing structures 
to the Government, particularly post offices, who are caught in this 
increase in taxes, the high cost of maintaining the property? 

Mr. Jounson. Mr. Chairman, perhaps I am questioned on this sub- 


ject because of what went on last week. I would like to have Mr 
Welch answer that. He is assistant general counsel for our Comp- 
troller General, whose decisions are prepared in our General Counsel’s 
office 


Mav Mr. Welch speak on that point? 

The CuHatrMan. We shall be glad to hear from Mr. Welch 

Mr. Weticnu. In answer to your question, sir, | would believe that 
necessarily there should be a distinction made between the lessors who 
have already entered into then long-term agreements, without the 
benefit of an escalator clause, and those who would be sul ject to this 
bill and who would enter into future agreements 

You see, those who have alread, made then agreements are pre- 
sumed to have provided against such contingencies and included com- 
pensation necessary to take care of the risk in their agreed prices 

Mr. Gross. What if they had entered into a 10-vear lease and they 
are in the eighth vear ol a 10-vear lease? Did anvone foresee what 
would happe n altel Korea much less before? 

How could you Ttoresee that and how could vou have possibly exXe- 
cuted a contract S vears ago to take care of that situation today? 

Mr. Weicu. The law presumes that they did foresee such con- 
tingencies 

Mr. Gross. I understand the law presumes that, but the law pre- 
sumes a lot of things. We find people suffering bardship today from 
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15- and 20-year leases. We find people suffering extreme hardship 
today. 

The CHarrMan. That is a risk which the lessor incurs and takes at 
the time he makes this long-term contract. 

Mr. Gross. Let us apply the same rule to labor and everything 
else; put them on the same basis. Yet you establish boards over here 
to raise wages. 

The CHarrman. Mr. Lesinski? 

Mr. Lesinskr. Mr. Welch, with respect to the lease of the building 
itself, could not the money involved be in a firm contract, then along 
with that have allowances in the contract for additional cost of taxes, 
and so forth? Could that be worked out that way? 

Mr. Wetcu. I believe it could be worked out that wa 

Mr. Lesinskt. The reason why | mention that is that we all 
realize that with a lump sum of money mvolved, we pay so much 
every vear regardless of whether prices go up or come down in the 
future, but interest rates could vary and taxes could vary. In other 
words, the lease would be concrete as far as the building itself is 
concerned but, as far as the other expenses are concerned, it could be 
provided that they could go up or down, whichever way it might be 

Mir. Weicn. There would be no general prohibition against it, 

Mir. Luesinskr. In other words, are vou allowed to do that today? 

Mir. Wetcn. Yes 

Mr. Jounson. There is no prohibition in the law as we see it toward 
that method prospectively, but Mr. Welch’s point is that prospective 
aid retroactive are two different matters 

Mir. Lesinskr. | 
all We are allowed to do that toda, 

Mr W eLCH If it is deemed appropriate administratively yes 

Mir. Lestinskr. Would it be deemed proper to do that? 

\Ir. Wencu. It would be legal. Of course it does tend to break 
down competitive bidding 


other words, our argument ts not of anv value a 


Mr. Lesinskr. No; it cannot When I borrow money on my house 
87.500 to complete the house, | pav so much a month \ certam 
amount of that goes on the principal, a certain amount of that goes on 
interest. That is fixed so that in 20 vears the house is paid off. But 
mv imsurance and my taxes can vo up Then I have to increase the 
monthly payment. It is the same thing here. The fixed cost of that 


building is $100,000, let us say, but the other costs go up or down 

Mr. Weieu. Using esealation in that manner 

Mir. Lesinskr. It is not esealation at all. It is fixed charges that 
are applied to it. 

Mr Weve H. The provision tor mecreases to cover increased taxes 
and imsurance would be escalation 

Mr. Lestnskrt. Would it be proper to do this? Your agreement is 
on the building itself. the $100,000 or $200,000. As for the rest of 
the expenses, which you would have to itemize, of course, msurance 
and taxes, the Government will pay whatever they happen to be at thi 
time Could that be worked out? 

Mr. Weueu. I think it could. 

Mir. Jounson. Mav | add another answer to that, please? The 
position of the General Accounting Office is not in opposition to the 
exercise of proper administrative discretion to do that There is a 
difference between your purchase and my purchase of a home and a 
contractor who enters into a contract for lease at a firm price. A 
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part of the consideration for his profit is the risk that he takes. He 
risks increases in labor, increases in insurance, increases in taxes. 
Now, that is our preference. That is the firm contract. 

Mr. Lesinskt. That is true. You are still getting off the beam on 
the thing. The contractor can make a firm contract for the building. 
The contractor has to construct that building. 

Mr. Jounson. That kind of contract may be made under existing 
law, but we do not think it should apply to change contracts already 
made on another basis. We have no authority, and the courts have 
not amended existing contracts, to bring in such provisions. 

Perhaps I do not express myself well. What you are saying is 
entirely true; the law permits such terms in original contracts, but the 
General Accounting Office would not be in a position to say whether 
that is good or bad as a matter of policy. The administrative agencies 
have the authority to make the contracts which they find necessary 
to carry out their responsibility and they could make such a contract 
as vou mentioned, sir 

However, | wanted to touch on this retroactive effect. The propo- 
sition is entirely different where a contract has been made years ago, 
and the risk of rising taxes has been assumed by the lessor and the 
Government has assumed a risk of lowering of taxes—which has not 
occurred recently—so that all parties have moved in on an equal 
basis. ‘They have all had notice. Under the law we have no authority 
to give relief. The courts have consistently refused relief in such cases 

A recent case in point is Smith Transfer and Storage v. Hawkins 
(50 Atlantic 2d, 257.) The court there construed a contract which 
not only brought out this point but specifically treated the leases 
which were made by certain patriotic citizens at the beginning of 
World War I] on the presumption that the leases would be terminated 
6 months after the expiration of the emergency period, and that 
emergency period has never expired. 

The General Accounting Office and the courts do not have authority 
to declare the emergency period terminated. 

Consequently, even those people who are perhaps in an equitable 
situation have not been given relief by the courts. 

That is the basis for our position, Mr. Gross. We are an office of 
law and we do not have the equitable authority that even the court 
has, much less the Congress. 

Mr. Gross. Where we have a situation where we are increasing the 
debt and decreasing the value of the food dollar to 43 cents and per- 
haps 35 cents, that is where your firm contract falls down; is that not 
right? 

Mr. Armsrrona. I want to ask a question in connection with that 
remark you made about the expiration of the emergency. 

Do you mean those contracts are still in effect? 

Mr. JoHNSON. Some are, Mr. Armstrong, to the best of my informa- 
tion. 

Mr. ARMSTRONG. Then the resolution of Congress declaring a state 
of war at an end has not effect on these contracts? 

Mr. Jounson. I believe that to be the case. 

Mr. Armstrrona. I understood from a discussion on the floor, that 
it would bring to an end these contracts under the emergency 

Mr. Jonnson. That may be so. I have not any recent authority 
on that subject, but my understanding was that it had not done so 
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If the Congress declares the emergency at an end for such a purpose 
as this, then they would be able to get relief. 

Mr. Armstrrona. I would like to find out what it was that we 
declared. 

Mr. Burnsipe. We could not afford to go into all private contracts. 

Mr. Miiuier. Are we not discussing something that is not germane 
to this bill? When we talk about retroactive features in this bill, 
anv amendment to that effect, unless we rewrite the bill, is out of 
order. We will have to have new legislation or a new bill entirely. 

If it is within our power to permit retroactive contracts, this would 
not be the vehicle with which to do it. 

Mr. Jonnson. I did not mean to interject it into the discussion, 
Mr. Chairman, but I did feel it necessary to mention that the escalator 
clause, if used, and the administrative officer has the authority to do 
it, should also take into consideration the taxpaver and make certain 
that we have both upward and downward escalation. 

The CHarrmMan. That is a matter of administrative action. It is 
not necessary to put a section in this bill about that feature. That 
is left up to the Post Office Department and the owners of the 
property. 

Mr. Jounson. Yes, sir. 

Mr. Gross. Mr. Chairman, vou are putting those who are con- 
structing property on one basis and you are putting those who 
presently hold leases on another basis. 

Mr. MILuer. Why does not the gentleman introduce a bill if this 
goes through, giving relief to those people who have contracts, and 
then, I think, we can give them relief. 

Mr. Armsrrona. You gentlemen then, speaking for the General 
Accounting Office, feel that the major weakness in this bill is the 
danger of loss through these escalator clauses? 

Mr. Jounson. No, Mr. Armstrong; I did not intend to imply that. 
The Comptroller General has recommended favorably on this bill. 
This bill adds nothing to the administrative authority to include 
escalator clauses in the contracts which might be made under this or 
any other legislation. As a result of testimony by Mr. Betterley at 
the hearing last week, in which emphasis was laid on upward escala- 
tion, we deemed it advisable to mention for the record that downward 
escalation also might be desirable in any such lease 

Mr. Armstrona. In this bill? 

Mr. Jounson. No, sir; not in the bill; for administrative considera- 
tion. We wanted the record to show that administrative discretion 
will include consideration of both upward and downward escalation. 

The CHARMAN. That is a matter of administrative discretion. It 
does not belong in this bill at all 

Mr. Jounson. We have no recommendation for changing the bill. 
We think the bill as it stands will be an effective tool in the hands of 
the postal authorities if enacted. 

The Cuarrman. Are there any other questions? If not, we thank 
you very much, Mr. Johnson and Mr. Welch. 

That completes the list of witnesses on this legislation, all of whom 
will be excused, 

Whereupon, at 11:10 a. m. Tuesday, March 11, 1952, the hearing 


ive session.) 


was adjourned, and the committee proceeded im execu 





